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NOTICES 


DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 
Social  Security  Administration 

HOSPITAL  COSTS  UNDER  THE  HEALTH 
INSURANCE  PROGRAM 

Schedule  of  Limits  for  Cost-Reporting  Pe¬ 
riods  Beginning  on  or  After  July  1,  1975 

On  April  17,  1975,  there  was  published 
in  the  Federal  Register  (40  FR  17190). 
a  notice  of  proposed  Schedule  of  Limits 
on  Hospital  Inpatient  General  Routine 
Service  Costs  For  Hospitals  With 
Cost-Reporting  Periods  Beginning  On 
or  After  July  1,  1975.  Section  1861 
(v)(l)  of  the  Social  Security  Act,  as 
amended,  permits  the  Secretary  of 
Health,  Education,  and  Welfare  to  set 
prospective  limits  on  direct  or  indirect 
overall  Incurred  costs  or  incurred  costs  of 
specific  items  or  services  or  groups  of 
items  or  services  furnished  by  a  provider, 
to  be  recognized  as  reasonable  based  on 
estimates  of  the  cost .  necessary  in  the 
efficient  delivery  of  needed  health  serv¬ 
ices.  The  proposed  Schedule  of  Limits 
published  in  the  Federal  Register  on 
April  17.  1975  (40  FR  17190),  was  in¬ 
tended  to  revise  the  Interim  Schedule  of 
Limits  on  Hospital  Inpatient  General 
Routine  Service  Costs  published  in  the 
Federal  Register  on  June  6,  1974  (39  FR 
20168) .  and  was  intended  to  be  applicable 
to  cost- reporting  periods  beginning  on  or 
after  July  1,  1975,  and  until  the  effective 
date  of  a  revised  schedule. 

Interested  parties  were  given  30  days 
within  which  to  submit  data,  views  and 
arguments.  Comments  and  suggestions 
received  with  regard  to  that  notice  of 
proposed  Schedule  of  Limits,  responses 
thereto,  and  changes  made  in  the  pro¬ 
posed  schedule  of  limits  are  summarized 
below: 

1.  The  bulk  of  the  comments  dealt 
with  the  lowering  of  the  limits  to  the 
80th  percentile.  A  number  of  commenters 
asserted  that  the  limits  were  lowered  to 
the  80th  percentile  only  as  a  cost-cutting 
device,  without  consideration  of  the 
financial  impact  on  providers  or  the  pos¬ 
sible  reduction  in  the  quality  of  care. 
Other  ciHnmenters  suggested  that  the 
lower  limits  based  on  the  80th  percentile, 
with  the  accompanying  lowering  of  the 
interim  payment  rate,  would  imperil  the 
cash-fiow  position  of  many  providers. 

The  results  of  lowering  the  limits  to 
the  80th  percentile  were  carefully  con¬ 
sidered  before  the  notice  of  proposed 
Schedule  of  Limits  was  published.  It  con¬ 
tinues  to  be  the  Secretary’s  view  that 
because  of  the  more  homogeneous  group¬ 
ings  resulting  from  the  improved  cost- 
limit  methodology,  which  more  accurate¬ 
ly  reflect  the  necessary  input  costs  of  the 
ho^itals,  it  is  appropriate  to  set  the 
limit  at  the  80th  percentile  plus  10  per¬ 
cent  of  the  median  of  each  classification 
group.  The  revised  limits  will  better 
identify  hospitals  whose  costs  are  sub¬ 
stantially  higher  than  those  deemed 
necessary  for  efficient  delivery  of  hos¬ 
pital  inpatient  general  routine  services. 
In  addition,  though  the  limits  have  been 
set  at  the  80th  percentile  plus  10  per¬ 
cent  of  the  median,  hospitals  with  rou¬ 


tine  costs  above  the  limit  will  continue 
to  have  an  opportunity  to  explain  their 
excess  costs  and  obtain  relief  to  the  ex¬ 
tent  that  these  costs  are  justified  and 
verified  (see  20  CFR  405.460(f) ) . 

2.  Comments  were  made  that  the 
effects  of  such  factors  as  educational  pro¬ 
grams,  patient  mix,  or  scope  of  service 
on  the  hospital’s  inpatient  general 
routine  service  cost  were  ignored  in  the 
revised  classification  system.  These  fac¬ 
tors  were  not  ignored,  but  were  carefully 
considered  before  the  revised  classifica¬ 
tion  system  was  issued.  It  is  true  that 
institutions  which  have  educational  pro¬ 
grams  may  incur  higher  costs  than  in¬ 
stitutions  without  educational  programs. 
However,  the  classification  variables  in 
the  new  system  cause  teaching  hospitals 
to  be  grouped  together.  In  each  Standard 
Metropolitan  Statistical  Area  (SMSA) 
income  class,  for  example,  the  two  com¬ 
parison  groups  composed  of  the  hos¬ 
pitals  with  the  largest  bed  sizes  include 
over  70  percent  teaching  institu¬ 
tions  (most  over  80  percent) .  Thus, 
those  hospitals  most  concerned  about 
being  compared  with  like  hospitals  are, 
in  fact,  being  compared  to  other  teach¬ 
ing  hospitals.  No  direct  provision  has 
been  made  for  the  effects  of  patient  mix 
and  scope  of  services.  Carefuly  study  of 
several  variables  representing  these  fac¬ 
tors  showed  that  their  inclusion  resulted 
in  no  significant  improvement  in  any 
tested  system  based  on  general  routine 
input  service  costs.  The  variables  tested 
proved  to  be  highly  correlated  with  bed 
size.  We  will  continue  to  consider  any 
improvements  suggested  and  will  make 
changes  where  evidence  shows  changes 
are  justified.  However,  no  evidence  has 
been  submitted  to  support  the  concept 
that  patient  mix  and  scope  of  services 
have  a  significant  effect  on  general  rou¬ 
tine  inpatient  service  costs.  The  regu¬ 
lations  (see  1  405.460(f)(2))  provide 
that,  where  a  provider  can  demonstrate 
that  its  costs  exceed  the  applicable  limit 
by  reason  of  educational  activities  or  by 
the  special  needs  of  the  patients  treated, 
an  exception  can  be  made  to  the  appli¬ 
cation  of  the  limit,  to  the  extent  that  the 
added  costs  flow  from  approved  educa¬ 
tional  activities,  to  the  extent  they  are 
atypical  (although  reasonable)  for  pro¬ 
viders  in  the  comparison  group,  or  flow 
from  the  provision  of  special  needs  of 
patients  treated  and  are  necessary  in  the 
delivery  of  needed  health  care. 

3.  Various  questions  have  been  received 
concerning  the  treatment  of  counties  in 
different  States  in  the  same  Standard 
Metropolitan  Statistical  Areas  (SMSA) 
in  the  revised  classification  system.  All 
counties  or  cities  within  an  SMSA  (as 
defined  in  the  Federal  Information 
Processing  Standards  Publication 
(P.I.P.S.  Pub.  8-4) )  are  placed  in  the 
same  group,  regardless  of  State  location, 
For  example,  Montgomery  County,  Mary¬ 
land  and  Alexandria  City,  Virginia,  both 
of  which  are  in  the  Washington,  D.C. 
SMSA,  would  be  in  the  same  group 
(SMSA  Group  I,  which  contains  the 
Washington,  D.C.  SMSA)  even  though 
they  are  in  different  States. 


4.  A  number  of  commenters  appeared 
to  be  under  the  impression  that  the  limits 
apply  to  total  hospital  inpatient  costs 
per  day.  It  should  be  understood  that  the 
Schedule  of  Limits  presented  herein  ap¬ 
plies  only  to  the  hospital  inpatient  gen¬ 
eral  routine  service  costs,  but  does  not 
apply  to  the  costs  of  services  furnished  in 
special-care  units  or  to  the  costs  of  ancil¬ 
lary  services. 

5.  Some  parties  expressed  the  view  that 
they  have  a  lower  average  length-of-stay 
than  comparable  hospitals,  due  to  the 
more  intense  services  that  they  provide, 
and  this  results  in  their  having  a  higher 
routine  service  cost  per  day.  They  believe 
hospitals  with  shorter  length-of -stays  are 
more  adversely  affected  by  the  limits.  A 
lower  average  length-of-stay  results  from 
differences  in  case  mix  or  from  the  provi¬ 
sion  of  more  intensive  ancillary  services. 
Since  tlie  published  limits  pertain  to  gen¬ 
eral  routine  service  costs,  the  application 
of  the  limits  do  not  more  adversely  affect 
hospitals  with  a  lower  average  length  of 
stay. 

Also,  the  regulations  in  section  405.460 
provide  an  exception  to  the  limits  for  the 
the  cost  of  atypical  services  where  the 
provision  of  the  atypical  items  or  services 
were  by  reason  of  the  special  needs  of  the 
patients  treated,  and  necessary  in  the  effi¬ 
cient  delivery  of  needed  health  care. 
ITius,  if  a  hospital  can  demonstrate  that, 
due  to  the  sjiecial  needs  of  its  patients,  it 
provides  more  intense  general  routine 
services,  it  may  be  granted  an  adjust¬ 
ment  to  the  limit. 

6.  A  number  of  parties  commented  that 
the  classification  system  and  Schedule 
of  Limits  does  not  distinguish  between 
whether  a  hospital  is  an  old  or  new  one. 
Thus,  a  hospital  with  a  new  building  and, 
therefore,  with  higher  capital  and  inter¬ 
est  costs,  may  have  a  higher  routine  cost 
per  day  than  would  other  hospitals  with 
older  facilities. 

Although  a  newer  facility  may  have 
higher  capital  and  interest  costs  than  an 
older  facility,  a  newer  facility,  generally, 
incorporates  more  advanced  design  con¬ 
cepts,  which  permit  it  to  operate  more 
efficiently  than  an  older  one  and  incur 
lower  repair  and  maintenance  costs. 
Thus,  the  different  cost  consequences  of 
capital  and  interest  costs,  on  one  hand, 
and  repair,  maintenance,  and  operation 
of  plant  costs,  on  the  other  hand,  are  rea¬ 
sonably  accounted  for  in  the  published 
limits. 

Moreover,  while  the  regulations  do  not 
provide  for  an  exception  for  costs  as¬ 
sociated  with  new  buildings,  the  carry¬ 
over  provision  in  section  405.460(g)  does 
provide  for  the  recognition  of  the  higher 
costs  associated  with  a  new  provider.  The 
regulations  allow  a  new  provider  which 
has  incurred  costs  above  the  limits,  to 
carry  over  these  excess  costs  and  recover 
them  during  the  subsequent  5-year  pe¬ 
riod,  if  certain  conditions  are  met. 

7.  In  response  to  questions  concerning 
the  source  of  F>er  capita  income  data,  used 
to  group  SMSA’s  and  Non-SMSA’s,  the 
data  utilized  are  from  the  Survey  of  Cur¬ 
rent  Business,  May  1974,  Volume  4,  Num¬ 
ber  5,  Part  II,  published  by  the  United 
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States  Department  of  Commerce,  Social 
and  Economic  Statistics  Administration, 
Bureau  of  Economic  Analysis. 

8.  Various  editorial  changes  have  been 
made  in  the  interest  of  clarity. 

While  it  is  recognized  that  we  must 
continue  to  refine  the  classification  sys¬ 
tem,  we  believe  that  the  new  classifica¬ 
tion  system  is  an  improvement  over  the 
current  system,  and  will  better  identify 
hospitals  whose  costs  are  substantially 
higher  than  those  deemed  necessary  for 
efficient  delivery  of  inpatient  general  rou¬ 
tine  hospital  services.  Substantial  effort 
is  being  expended  to  make  further  im¬ 
provements  in  the  classification  system 
and  cost-limits  methodology.  Many  of  the 
suggestions  set  forth  in  the  comments 
received  on  the  proposed  notice  will  be 
considered  further  in  our  continuing  ef¬ 
fort  to  improve  that  system  and  method¬ 
ology. 

Under  the  revised  classification  sys¬ 
tem,  hospitals  will  be  grouped  based  on 
whether  they  are  located  in  a  Standard 
Metropolitan  Statistical  Area  (SMSA)  or 
a  non-standard  Metropolitan  Statistical 
Area  (non-SMSA).  Hospitals  located  in 
SMSA’s  are  classified  on  the  basis  of  per 
capita  income  in  those  areas  and  with¬ 
out  regard  to  State  lines.  All  SMSA’s 
have  been  divided  into  the  following  five 
groups  based  on  per  capita  income. 


NEW  JERSEY 

Jersey  City 

New  Brunswick'Perth  Amboy-Sairrevllle 

Newark 

Trenton 

NEW  YORK 


Nassau-Suflolk 
New  York,  NY-NJ 


Cleveland 

Richmond 

Milwaukee 


Phoenix 


Rochester 
OHIO 
VIRGINIA 
WISCONSIN 

SMSA— Group  II 

ARIZONA 

CALIFORNIA 


Anahelm-Santa  Ana-  Santa  Barbara-Santa 
Garden  Grove  Marla-Lompoc 

San  Diego  San  Jose 


FLORIDA 

Fort  Lauderdale-  Sarasota 
Hollywood 

GEORGIA 

Atlanta 


Boise  City 


IDAHO 


ILLINOIS 

Bloomlngton-Normal  Peoria 


Port  Wayne 


INDIANA 

Indianapolis 


SMSA — Group  I 


IOWA 


Anchorage 


ALASKA 

CALIFORNIA 


Los  Angeles -Long  Beach 
Sallnas-Seaslde-Monterey 
San  Franc  isco-Oakland 


COLORADO 

Denver-Boulder 


Bridgeport 

Bristol 

Danbury 

Hartford 

Meriden 

New  Britain 


CONNECTICUT 

New  Haven-West 
Haven 
Norwalk 
Stamford 
’  Waterbury 

DELAWARE 


Cedar  Rapids  Des  Moines 

Davenport-Rock 
Island-Mollne,  lA- 
IL 

KANSAS 

Topeka  Wichita 

KENTUCKY 

Louisville,  KY-IN 


MARYLAND 

Baltimore 

MASSACHUSETTS 

Fltchburg-Leomin-  Pittsfield 

ster  Worcester 

MICHIGAN 


Wilmington,  DE-NJ-MD 

DISTRICT  OF  COLUMBIA 
Washington,  DC-MD-VA 
FLORIDA 

Miami 

West  Palm  Beach-Boca  Raton 
HAWAn 

Honolulu 

ILLINOIS 

Chicago  Rockford 

Decatur  Springfield 


Grand  Rapids  Jaokson 

Lansing-East  Lans¬ 
ing  Saginaw 


Rochester 


MINNESOTTA 

MISSOURI 


Kansas  City,  MO-KS  St.  Louis,  MO-IL 


NEW  JERSEY 

Paterson-Clifton-Paasalc 


NEW  YORK 


MASSAC  HUSETTS 

Boston 

Brockton 

Lawrence-Haverhlll,  MA-NH 
Lowell,  MA-NH 


Albany-Sch«nec-  Buffalo 

tady-Troy  Poughkeepsie 

NORTH  CAROLINA 

Charlotte-Oastonla 


MICHIGAN 

Ann  Arbor  Flint 

Detroit 

MINNESOTA 

Mlnneapolls-St.  Paul,  MN-WI 


Akron 

Cincinnati,  OH- 
KY-IN 
Dayton 


Mansfield 
Toledo,  OH-MI 
Youngstown -Warren 


NEVADA 


OREGON 


Las  Vegas 


Reno 


Portland,  OR-WA 


PENNSYLVANIA 

Allentown-Bethle-  Philadelphia,  PA-NJ 
hem-Easton,  PA-  Pittsburgh 

NJ  Reading 

TEXAS 

Dallas-Fort  Worth  Midland 

Houston  Wichita  Falls 

WASHINGTON 

Seattle-Everett 


WISCONSIN 

Kenosha  Madison 

SMSA— Group  III 


Tuscon 


ARIZONA 


ARKANSAS 

Little  Rock-North  Little  Rock 


Fresno 
Modesto 
Sacramento 
Santa  Cruz 


CALIFORNIA 


Santa  Rosa 
Stockton 
Vallejo-Falrfield 
Napa 


Colorado  Springs 

CONNECTICUT 

New  London-Norwlch,  CT-RI 


FLORIDA 

Jacksonville 
Lakeland-Winter  Haven 
Orlando 

Tampa-St.  Petersburg 

ILLINOIS 

Champalgn-Urbana-Rantoul 

INDIANA 

Anderson 
Evansville,  IN-KY 
Oary-Hammond-East  Chicago 
Lafayete-West  Lafayette 
South  Bend 

IOWA 

Dubuque  Sioux  City,  lA-NE 

Waterloo-Cedar  Palls 


Lexington 
New  Orleans 
Portland 


KENTUCKY 

LOUISIANA 

MAINE 


MASSACHUSETTS 

Springfield-Chlcopee-Holyoke,  MA-CT 


Battle  Creek 
Bay  City 

St.  Joseph 


Billings 


MICHIGAN 

Kalamazoo-Portage 

Missomti 

MONTANA 

Great  Falls 


Lincoln 


NEBRASKA 

Omaha,  NE-IA 


NEW  HAMPSHIRE 

Manchester  Nashua  . 


NEW  JERSEY 

Atlantic  City 

Long  Branch-Asbury  Park 
Vineland-Millvllle-Bridgeton 

NEW  YORK 

Binghamton,  NY-PA  Sirracuse 
NORTH  CAROLINA 

Oreensboro-Wlnston-Salem-Hlgh  Point 
Ralelgh-Durham 
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OHIO 

Canton 

Columbus 

Lima 

Loraln-Elyrla 

Springfield 

Steubenvllle-Welrton,  OH-WV 

OKLAHOMA 

Oklahoma  City  Tulsa 

PENNSYLVANIA 

Erie  Lancaster 

Harrisburg  Y(M*k 

RHODE  ISLAND 

Provldence-Warwlck -Pawtucket,  RI-MA 

TENNESSEE 

Memphis,  TN-AB-MS 
Nashvllle-Davldson 

TEXAS 

Amarillo  Kllleen-Temple 

Beaumont-Port  Arthur-Orange 

VntCINIA 

Newport  News-  Roanoke 

Hampton 

Norfolk -Virginia  Beach-Portsmouth,  VA-NC 

WASHINGTON 

Richland-  Spokane 

Kennewick  Tacoma 

WEST  VIRGINIA 

Charleston 

WISCONSIN 

Appleton-  Racine 

Oshkosh 

SMSA — Group  IV 


Birmingham 


ALABAMA 

Montgomery 


CALIFORNIA 

Bakersfield  Riverside-San  Ber- 

Oxnard-Slml  Valley-  nardino-Ontario 
Ventura 

COLORADO 


Pueblo 


FLORIDA 


Daytona  Beach 
Fort  Myers 
Gainesville 


Mel  bourne - 
TltusvlUe- 
Pensaoola  Cocoa 


GEORGIA 

Augusta,  GA-SC  Savannah 

Macon 

INDIANA 

Muncie 

KENTUCKY 

Owensbm’o 

LOUISIANA 

Baton  Rouge  Shreveport 

MASSACHUSETTS 

Pall  River,  New  Bedford 

MA-RI  • 

MICHIGAN 

Muskegon- 
Muskegon  Heights 

MINNESOTA 

Duluth -Superior, 

MN-WI 

MISSISSIPPI 

Jackson  . 

MISSOURI 

Springfield 

NEW  MEXICO 

Albuquerque 

NEW  YORK 

Utlca-Rome 


NORTH  CAROLINA 

AshevUle  Burlington 


NORTH  DAKOTA 

Fargo- Moor  head , 

ND-MN 

OHIO 

Hamllton- 

Middletown 

OREGON 

Eugene-  Salem 

Springfield 

SOUTH  CAROLINA 

ColumbU  Greenvllle- 

Spartanburg 

SOUTH  DAKOTA 

Sioux  Falls 

Chattanooga 
TN-GA 

Abilene 

Galveston- 
Texas  City 

San  Angelo 

San  Antonio 

Salt  Lake  City^ 

Ogden 

Petersburg - 

Colonial  Heigh ts- 
Hopewell 

WASHINGTON 


TENNESSEE 

Knoxville 

TEXAS 

Sherman* 

Denison 

Tyler 

Waco 

UTAH 


VIRGINIA 


SOXrrH  CAROLINA 

Charleston 

TENNESSEE 

Clarksvllle-Hopklnsonvllle,  TN-KT 
Klngsport-Brlstol,  TN-VA 

TEXAS 

Austin 

Brownsville-Harllngen-San  Benito 

Bryan-College  Station 

Corpus  Chrlstl 

El  Paso 

Laredo 

Lubbock 

McAllen-Pharr-Edlnburg 

Odessa 

Texarkana,  TX,  Texarkana,  AR 


Provo-Orem 

Lynchburg 


UTAH 

vircinia 


WEST  VIRCINIA 

Huntlngton-Ashland,  WV-KY-OH 


Non-SMSA  areas  will  be  classified  ac¬ 
cording  to  the  per  capita  income  of  all 
non-SMSA  counties  within  a  State.  The 
following  are  the  five  income  groupings, 
with  States  classified  according  to  per 
capita  income,  to  be  used  for  hospitals 
located  in  non-Standard  Metropolitan 
Statistical  Areas  in  those  States. 


Yakima 

Non-SMSA 

WEST  VIRGINIA 

Parkersburg- 

Wheeling.  WV-OH 

GROUP  I 

Marietta,  WV-OH 

Alaska 

Kansas 

WISCONSIN 

Connecticut 

Massachusetts 

Delaware 

Nebraska 

Green  Bay 

La  Crosse 

nilnols 

Nevada 

SMSA — Group  V 

Indiana 

Rhode  Island 

ALABAMA 

Iowa 

Washington 

Anniston 

Huntsville 

GROUP  n 

Florence 

Mobile 

Arizona 

New  Jersey 

Gadsden 

Tuscaloosa 

California 

New  York 

ARKANSAS 

Hawaii 

Ohio 

Maryland 

Oregon 

Payettevllle-Springdale 

Montana 

Vermont 

Fort  Smith,  A^OK 

New  Hampshire 

Pine  Bluff 

FLORIDA 

GROUP  ni 

Tallahassee 

Colorado 

North  Dakota 

GEORGIA 

Florida 

Pennsylvania 

Albany 

Columbus,  GA-AL 

Idaho 

South  Dakota 

Michigan 

Wisconsin 

LNDIANA 

Minnesota 

Wyoming 

Terre  Haute 

LOUISIANA 

GROUP  IV 

Alexandria 

Lake  Charles 

Georgia 

Oklahoma 

Lafayette 

Monroe 

Maine 

South  Carolina 

MAINE 

Missouri 

Texas 

Lewiston  -  Auburn 

New  Mexico 

Virginia 

MINNESOTA 

North  Carolina 

St.  Cloud 

GROUP  V 

MISSISSIPPI 

Alabama 

Puerto  Rico 

Biloxl-Gulfport 

Arkansas 

Tennessee 

MISSOURI 

Kentucky 

Utah 

Columbia 

Louisiana 

Virgin  Islands 

NEW  YORK 

Mississippi 

West  Virginia 

NORTH  CAROLINA 

Fayetteville  Wilmington 

OKLAHOMA 

Lawton 

PENNSYLVANIA 

Altoona 

Johnstown 

Northeast  Pennsylvania 
Williamsport 

PUERTO  RICO 


To  develop  urban  groups,  the  Standard 
Metropolitan  Statisitcal  Areas  were  ar¬ 
rayed  in  order  of  the  size  of  their  per 
capita  income  and  classes  were  estab¬ 
lished.  The  nonurban  groups  were  de¬ 
veloped  in  the  same  manner,  using  per 
capita  income  of  non-SMSA  areas.  The 
class  and  pioints  were  selected  where  a 
relatively  significant  per  capita  income 
difference  occurred. 


Caguas  Ponce  The  following  bed-size  categories  are 

Mayaguez  San  Juan  used  to  classify  hospitals : 
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Stanoaju)  Mktkopolitan  Statistical  Ahkas 
OROTTPS  I  ANC  U 

Less  than  100 
100  to  404 
405  to  684 
685  and  above 

GROUPS  m,  IV,  AND  V 

Less  than  100 
100  to  404 
405  and  above 

Non-Standaro  Mitropolitan  Statistical 
Arras 

Less  than  100 
100  to  109 
170  and  above 

The  limits  were  developed  in  the  fol¬ 
lowing  manner: 

1.  Inpatient  general  routine  service 
cost  data  for  each  participating  hospital 
were  obtained  from  the  fiscal  inter¬ 
mediaries. 

2.  The  data  T'”  hospitals  in  each  class 
were  arrayed  in  descending  order  of  in¬ 
patient  general  routine  service  costs. 

3.  The  80th  percentile  and  the  median 
were  computed  for  each  class. 

4.  For  each  class,  an  amount  equal  to 
10  percent  of  the  median  was  added  to 
the  80th  percentile  amount. 

5.  This  sum  was  ad.1usted  to  reflect  the 
16  percent  annual  rate  of  estimated  cost 
increases  in  per  diem  costs  following  the 
date  of  data  collection. 

6.  The  amoimts  calculated  in  step  5 
are  rounded  to  the  next  highest  dollar 
which  establishes  the  limit  for  each  class, 
subject  to  adjustment  for  hospitals  re¬ 
porting  on  other  than  a  reporting  period 
starting  July  1, 1975. 

Under  the  authority  of  section  1861 
(V)  of  the  Social  Security  Act,  the  fol- 
lowing  cost  limitations  apply  to  the  total 
of  the  hospital  inpatient  general  routine 
service  costs  (excluding  costs  incurred 
for  special  care  units  and  ancillary  serv- 
ices>,  adjusted  upward  as  provided  for 
below.  The  limits  are  applicable  to  cost¬ 
reporting  periods  beginning  on  or  after 
July  1,  1975,  and  will  remain  in  effect 
until  the  effective  date  of  a  revised 
schedule.  However,  this  schedule  will 
apply  to  the  entire  cost-reporting  period 
of  a  hospital  whose  cost-reporting  period 
begins  during  its  effective  period. 

The  limits  are  applicable  to  any  hos- 
'  pital  with  a  cost-reporting  period  begin¬ 
ning  on  or  after  July  1,  1975.  Where  a 
hospital  has  a  cost-reporting  period  be¬ 
ginning  after  July  1,  1975,  the  published 
limit  will  be  adjusted  upward  by  a  fac¬ 
tor  of  1.33  percent  for  each  elapsed 
month  between  July  1, 1975,  and  the  first 
day  of  the  month  in  which  the  hospital’s 
reporting  period  starts.  The  result  of  this 
calculation  is  not  rounded  and  is  to  be 
given  in  dollars  and  cents. 

Example:  Hoepitsl  A’s  cost-reporting  pe¬ 
riod  starting  In  1975  begins  October  1,  1975, 
and  ends  September  30,  1976.  The  cost  limit 
for  Hospital  A’s  group  from  the  table  below 
is  $133.00. 


Computation  or  Adjusted  Cost  Limit 


Cost  limit _ $133.00 

Plus:  Adjustment  for  3-month  pe¬ 
riod  (July  1,  1976,  to  Oct.  1,  1975), 

3  monthsxi.33  percent  =  3.99  per¬ 
cent,  3.99  percent  X  $133 _  5.31 

Adjusted  cost  limit  applicable  to 
Hospital  A  for  the  Oct.  1,  1975,  to 
Sept.  30.  1976,  reporting  period _  1.38.  31 


Schedule  or  Limits  on  Hospital  Inpatient  Oenkral 
Routine  Service  Costs  por  Hospitals  With  Cost- 
Reporting  Periods  Beginning  on  or  Apter  July  1, 
1976 


hospitals  located  within  smsa's  (urban)— red  size 


SMSA 

group 

Less 

than 

100 

100  to’ 

404 

406  to 
684 

685  and 
above 

1 1. 

$113 

$111 

$133 

$174 

11.. 

91 

96 

96 

120 

111. 

89 

88 

89 

89 

IV. 

86 

86 

87 

87 

v... 

65 

72 

84 

84 

HOSPITALS  LOCATED  OUTSIDE 

SMSA’9 

(NO.NURBAN)— BED 

SUE 

State 

Less 

100  to 

170  and 

group 

than 

169 

above 

100 

i» 

$76 

$83 

$86 

11  >. 

90 

89 

88 

HI. 

76 

80 

79 

IV. 

67 

67 

66 

v... 

62 

64 

67 

>  Limits  apply  to  all  Group  I  SMSA’s  except  Anchor¬ 
age,  Alaska,  and  Honolulu,  Hawaii,  where  cost-oMiving 
adjustment  was  made. -The  limits  for  these  areas  are 
as  follows. 


Loss  100  to  406  to  686  and 
than  404  684  above 

100 


Anchorage....  $141  $138  $166  $218 

Honolulu 130  127  153  201 


>  Limits  apply  to  all  Group  I  States  except  Alaska— 
limits  for  Ala^a  are: 

Ia**  tkan  100  too  to  169  170  and  above 

$95  $103  $106 

*  Applies  to  all  Group  II  States  except  Hawaii— limits 
for  Hawaii  are: 

Lets  tkan  too  100  to  169  170  and  above 

$103  $102  $101 

(Secs.  1102,  1861(v)(l),  1866(a),  and  1871 

of  the  Social  Security  Act;  49  Stat.  647,  as 
amended;  79  Stat.  313,  as  amended;  79  Stat. 
327,  as  amended;  79  Stat.  331;  42  UB.C. 
1302,  1395x(v), 1395cc(a),and  1395hh.) 

Effective  date.  The  Schedule  of  Limits 
will  be  effective  for  cost- reporting  pe¬ 
riods  beginning  on  or  after  July  1,  1975, 
and  before  the  effective  date  of  a  revised 
schedule. 

(Catalog  of  Federal  Domestic  Assistance 
Program  No.  13.800,  Health  Insurance  for  the 
Aged — Hospital  Insurance.) 

Dated:  May  23, 1975. 

J.  B.  Cardwell, 

Commissioner  of  Social  Security. 
Approved;  May  27, 1975. 

Caspar  W.  Weinberger, 

Secretary  of  Health, 

Education,  and  Welfare. 
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